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I. INTRODUCTION 



A. GENERAL 

Competition is fundamental to our free enterpise system. . .1 call 
upon each of you (Cabinet, Departments and Agencies) to assure that 
competition is the preferred method of procurement in your 
departments or agencies. 1 



Ronald Reagan 

The Department of Defense components are to place maximum 
emphasis on competitive procurement. All personnel involved in 
the acquisition process from the first identification of the 
requirement through the execution of the purchase should recognize 
this responsibility. Contracts will be placed on other than a 
competitive basis only when clearly justified. 2 

Casper Weinberger 

Increased competition in procurement of products and services is a 
major Navy objective for 1984.3 

John Lehman 



Competition is often thought of as the backbone of the American free 
enterprise system. Until only recently, it was not necessarily the backbone 
of the defense procurement process. The figures of the Department of 
Defense competitive procurement in the 1970's and early 1980's indicated 
that, despite Federal procurement regulations that clearly delinated the 
preference for competition, the percentage of dollars spent non 



^'Competition in Federal Procurement." Presidential Memorandum, 11 August 1983 . 
^"Competitive Procurement.” Secretary of Defense Memorandum. 9 September. 1982 . 
3"The Contracting Process." Senior Management Board Presentation by Supply Officer. 
Naval Ordnance Station. Indian Head, Maryland. 8 August 1984 . 
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competitively hoovered around two thirds. 4 As a result of Congress’ growing 
concern that Federal procurement dollars were not being spent wisely, the 
Competition in Contracting Act of 1984 was enacted and signed into law by 
President Reagan on July 18, 1984.5 As part of Title VII of the Deficit 
Reduction Act, Public Law 98-369, the Competition in Contracting Act that 
went into effect on April 1 , 1 983 is perhaps the most pervasive change in 
Government contracting procedures and regulations since the Armed Forces 
Procurement Regulations of 1947. 

It was because Congress considered competiton to be an imperative that 
must be imposed on Government procurement activities by force of law that 
the enactment of two other broad statutes also came about in 1984: 

• The Defense Procurement Reform Act of 1984 (Title XII of Public Law 
98-525, Department of Defense Authorization Act, 1985, signed October 
19, 1984). Its primary provisions addressed reforms in the areas of 
standardized parts design in major weapon systems, replenishment 
parts, technical data, and sub -contracted parts and materials. 

• The Small Business and Federal Procurement Competition Enhancement 
Act of 1984 (Public Law 98-577, signed October 30, 1984). The 
primary provisions of this law addresses standardized parts design in 
major systems, pricing, technical data, and qualifying contractors to bid 
on procurements. 

As a result of these laws, specifically the Competition in Contracting Act, the 
statutory emphasis has now shifted from the method of procurement to the 
use of sources. No longer is how you procure the principal matter of the law; 
rather it is from whom you procure that is the foremost concern. Prior to 
the Competition in Contracting Act, the law stated preference for the ‘formal 



^Competition in the Federal Procurement Process." Hearing before the Committee on 
Governmental Affairs, United States Senate, June 29, 1982, U S. Government Printing 
Office. Washington. D.C.. 1982. 

5"The Competition in Contracting Act of 1984," Title VII of the Deficit Reduction Act. 
Public Law 98-369. 18 July 1984. 
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advertising ' method over the ' negotiated" method. 6 While the preference 
remains, the law now emphasizes competitive procurement from among 
multiple sources over procurement from single sources. As stated in a 
National Contracts Management Association (NCMA) training seminar for the 
Competition in Contracting Act, the key consideration confronting contracts 
managers today is not "Is there authority to negotiate?" but "Can this 
procurement be made on a competitive basis?". 7 

B. OBJECTIVES 

This paper explores the various concepts of competition, its historical 
background, and the issues that brought about the Competition in 
Contracting Act of 1984. What was the impetus behind the necessity for 
Congress to legislate what was the written policy of the Federal Government 
and specifically the Department of Defense? The implementation of the Act 
within the Department of the Navy was also explored and finally, some inital 
conclusions regarding the impact of this significant legislation were drawn. 
This paper will not discuss those provisions of the act that deal with 
Automated Data Processing Equipment (ADPE), their implementation or the 
results of their enactment. 



6 ”Competition-The Law of the Land". National Contract Management Association. 1985. 
page 1. 

7 "Competition-The Law of the Land ". 
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C. RESEARCH QUESTIONS 

In pursuing the objectives of this study, the following research question 

was posed: What impact has the Competition in Contracting Act of 198-1 had 

on the procurement process of the Department of the Navy? 

In addressing this question and to explore the background behind the 

Act, the following subsidiary questions were established: 

(11 What are the major provisions of the Competition in Contracting Act 
of 1984? 

(21 How did the Competition in Contracting Act come about and why? 

(31 What were the major issues surrounding the implementation of the 
Competition in Contracting Act? 

(41 What were the major policy decisions that led to the implementation 
of the Competition in Contracting Act within the Navy and industry 
and what have been the implications of those policy decisions? 

(51 How can the inital implementation of the Competion in Contracting 
Act be utilized to refine and improve competition? 

D. RESEARCH METHODOLOGY 

Information was obtained from a number of different sources. 
Preliminary research included a review of a wide range of contracting 
periodicals, magazines and newspapers. This literature was obtained from 
the Naval Postgraduate School Administrative Sciences Research Library; the 
Naval Postgraduate School Library; the Navy Liason Office in the United 
States House of Representatives; civilian contractors; the Naval Supply 
Systems Command; the Naval Sea Systems Command; the Naval Air Systems 
Command; the Naval Regional Contracting Center, Long Beach; the Naval 
Supply Center, Oakland; the Office of the Assistant Secretary of the Navy for 
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Acquisition and Logistics; the Defense Logistics Studies Information Exchange 
(DLSIE); various textbooks; and the staffs of various members of Congress. A 
more complete list of this material is contained in the bibliography. 

The next phase of research was a fact finding trip to the Washington, D.C. 

area. It was during this phase of research that most of the substantive 

information concerning the historical background of the Competition in 

Contracting Act, its implementation and impact was found. Formal 

interviews were conducted with the following individuals: 

Rear Admiral Stuart F. Platt, SC, USN, the Navy's Competition Advocate 
General 

Captain William H. Hauenstein, SC, USN, Deputy Commander for Contracts, 
Naval Sea Systems Command 

Captain Cecil A. Jarman, SC, USN, Deputy Commander for Contracts, Naval 
Supply Systems Command. 



Mr. Jim Lewin, Chief Investigator, Committee on Government Operations, 
United States House of Representatives. Mr. Lewin works directly for 
Representative Brooks, the co-sponsor of the House version of the 
Competition in Contracting Act, H.R. 5184. 

Ms. Colleen Preston, Counsel, Committee on Armed Services, United States 
House of Representatives. 

Mr. Jeffrey A. Minsky, Investigator, Senate Subcommittee on Oversight of 
Government Management, Committee on Governmental Affairs, United 
States Senate. Mr. Minsky works directly for Senator Cohen, the co- 
sponsor of the Senate version of the Competition in Contracting Act, S. 338. 

Mr. Harvey Gordon, Director, Government-Business Relations, Martin 
Marietta Aerospace. 

Ms. Mary Boswell, Purchase Division Director, Supply Department, Naval 
Ordnance Station, Indian Head, Maryland. 

Additional informal interviews while in Washington, D.C. were conducted 

at the Naval Air Systems Command, Office of Naval Acquisition Support 



11 



(ONAS), the United States Senate Small Business Committee, and the Navy 
Liason Office in the House of Representatives. 

Finally, a number of informative telephone conversations were held with 
various local area contracting activities, civilian corporate managers, and 
Washington, D.C. Federal Government managers to insure accuracy of various 
details of the research. Included, but not limited to, were the Office of the 
Assistant Secretary of the Navy for Acquisition and Logistics; Naval Supply 
Center, Oakland; FMC Corporation; Naval Regional Contracting Center, 
Washington, D.C.; and Naval Air Station, Patuxent River. 

E. ORGANIZATION OF THE RESEARCH 

The research is divided into six chapters. In this Chapter, the objectives 
of the research have been set forth, the direction of the effort identified and 
methodologies for material and analysis presented. 

Chapter II provides a theoretical review of the concept of competition 
and the various views on competition: economic, practical, business and 
political. 

Chapter III is an historical review of competition in general and the 
specific background of how the Competition in Contracting Act came about as 
a legislative reform. 

Chapter IV is the implementation of the Competition in Contracting Act. 
This chapter explores the issues and problems associated with the 
implementation of the Act and the realities of implementing a legislative 
concept. 
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Chapter V discussed the key issues that the Competition in Contracting 
Act and increased competition in general has brought about. 

Chapter VI sets forth conclusions and recommendations regarding the 
Competition in Contracting Act in terms of what it has actually accomplished 
and the future issues/problems yet to be resolved. 

Additionally, the appendices provide information that should be helpful 
to the reader in any further research in this area. 
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II. A THEORETICAL REVIEW OF THE CONCEPT OF COMPETITION 



A. BACKGROUND 

The concept of insuring fairness through free and open competition is 
not new. Legislative requirements to procure supplies and services through 
competitive formal advertising began in 1809* and were reemphasized in 
the Armed Services Procurement Act of 19*47 and now the Competition in 
Contracting Act. Competitive bidding was and is believed to be an assured 
technique for wise expenditure of public funds. Competition is generally 
thought to lower prices, strengthen the defense industrial base, and increase 
public confidence in the integrity and fairness of our system of Government 
procurement. 2 

Webster defines competition as "the effort of two or more parties to 
secure the custom of a third party by the offer of the most favorable 
terms."3 Modern price and economic theory classifies markets by degrees of 
competition. Product prices may depend in part on the amount of 
competition in the marketplace. The amount of competition in the 
marketplace depends on the type of market structure. A typical range of 
market structures is illustrated below: 

— Pefect Competition 
—Pure Competition 

*2 U.S. Statute 536(1809). 

^Martin, Colonel Martin D.. USAF, and Major Robert F. Golden. USAF. Competition in 
Department of Defense Acquisition." Proceedings of the Ninth Annual DoD/FAI 
Acquisition Research Svmnosium . U S. Naval Academy. Annapolis. Maryland. June 1980, 
page 12-13. 

^ Webster's New Collegiate Dictionary. G. & C. Merriam Company. Springfield. 
Massachusetts, 1977, page 230. 
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